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State Sponsored Health Insurance and State Economic and Employment 
Growth  
LIAM MALLOY 
University of Maryland 
SHANNA PEARSON-MERKOWITZ 
University of Rhode Island 
IRWIN MORRIS 
University of Maryland 
While there is a clear relationship between better health and better economic outcomes, the 
effects of increasing health insurance on the economy remain understudied. We employ two 
datasets, one on health insurance coverage in the contiguous 48 U.S. states and one for 
countries in the OECD, to model the effect of expanding health insurance on state and country 
economic and employment growth over the last two decades. We find that increased health 
insurance coverage of the working age population, especially through government programs like 
Medicaid, is associated with faster GDP and employment growth. However, we also find that 
these results may be contingent on controlling the per-enrollee cost of these programs. These 
findings are informative for future health insurance reforms both federally and in the U.S. States.  
Keywords: Social Policy, State Sponsored Health Insurance, State and Local Politics, United 
States, OECD, State Economic Growth, State Employment, Health Care Sector, Medicaid, 
Affordable Care Act, GDP Growth. 
Related Articles:  
Related Media:  
Si bien existe una clara relación entre una buena saludo y mejores oportunidades económicas, 
los efectos de los aumentos en los constos de los seguros de salud han sido poco estudiados. 
Usamos dos bases de datos, una de la cobertura de seguros de salud en 48 estados de los 
Estados Unidos y otra para países de la OCDE para modelar el efecto de costos crecientes en el 
empleo y crecimiento económico nacional y estatal, durante las últimas dos décadas. Los 
resultados muestran que los crecientes costos de seguro de salud para la población 
económicamente activa, especialmente a través de programas gubernamentales como Medicaid, 
se asocia con un mayor crecimiento del empleo y PIB. Sin embargo, también econtramos que 
estos resultados pueden variar si se toma en cuenta el costo por persona inscrita al programa. 
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Estos resultados pueden informar futuras reformas de salud a nivel federal y estatal en los 
Estados Unidos. 
Better overall health is associated with better macroeconomic performance for countries 
(see e.g., Murphy and Topel 2006). The cause of this relationship could be through innovation 
and productivity growth in the health care sector, or through the improvement in health of the 
labor force (or both). This, however, leaves open the question of whether or not extending health 
insurance coverage to a larger percentage of the population is good for economic growth. 
Covering more people may increase their health and allow them to enter the labor force or work 
more hours. Increased spending on health care could spur investment in innovative technologies. 
On the other hand, increased health insurance coverage, especially public coverage, may come at 
the cost of higher taxes that could slow economic growth (see e.g., Padovano and Galli 2007). In 
addition, increased health care spending may crowd out spending in other areas that could be 
more innovative, thus slowing growth (see e.g., Collins et al. 2012). 
The question of whether and to what extent health insurance coverage is related to 
economic growth became highlighted in the debate over whether to pass the Affordable Care Act 
(ACA). In their efforts to gain support for the bill, the Obama administration argued that the 
decline in health insurance coverage had significant negative effects on aggregate public health 
and the degradation of public health has significant national economic consequences (Council of 
Economic Advisors 2009). Specifically, the administration argued that GDP would be 4 percent 
higher by 2030 because reduced health care spending has the potential to increase national 
savings and investment and better health outcomes can increase the labor supply and make 
workers more productive. (Council of Economic Advisors 2009, 6-9).  
The literature supports the argument that better health increases labor supply and 
economic growth. Several studies suggest that increased health outcomes are “one of very few 
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robust predictors of economic growth” (Suhrcke and Urban 2010). In one sense, the studies are 
clear: quality health insurance decreases the onset of avoidable illnesses, increases access to care 
for treatable illnesses, and can decrease the likelihood that relatively minor illnesses become 
severe—all of which decrease employment (see e.g., Bernstein, Chollet, and Peterson 2010). For 
example, not only has reducing the prevalence of particular conditions been shown to increase 
personal earnings by 15 to 20 percent, but poor health has also been found to be a primary reason 
people leave the workforce early (Hadley 2003) and file for social welfare programs, particularly 
disability for illnesses that could have been prevented had they had access to health insurance 
before their health problems worsened (Bernstein, Chollet, and Peterson 2010; Decker et al. 
2012).  
Research also suggests that health improvements that occurred since the 1970s added 
approximately 3.2 trillion dollars per year to national wealth in the United States or almost half 
of GDP (Murphy and Topel 2006). In addition, there is evidence that increased public spending 
on health care leads to increased health outcomes. Mays and Smith (2011) find that higher public 
health spending is associated with lower rates of preventable deaths such as infant mortality, 
diabetes, and cancer. In a review of the literature, Singh (2014) concludes that higher public 
health spending is associated with better community health, although the path from one to the 
other is not always clear.1 
                                                          
1 The administration’s claims about the economic growth—and cost-cutting—that would flow from the 
expansion of health care coverage have been extremely controversial. For example, a recent 
Congressional Budget Office (2015) report argues that repealing the ACA would actually increase 
economic growth. However, their argument appears to rely on the intensive margin of the labor supply 
decision. While repealing the ACA and its higher effective marginal taxes may increase the number of 
hours worked and economic growth, the analysis seems to ignore the extensive margin of the labor supply 
decision; that is, whether or not people enter the work force at all. If the ACA leads to higher labor force 
participation by creating a healthier potential work force, than the economic growth implications of the 
law (or its repeal) are unclear. Here, we do not investigate the economic effects of the ACA specifically. 
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To address this important political and policy question, we estimate two models. The first 
model is a 48-state, multi-decade model of the impact of health care coverage (by type of 
provider) that also accounts for the costs associated with health care provision. The second 
model is a model of national-level economic growth that includes the OECD nations. Using 
these two datasets we are able to test our hypotheses using both state-level and national-level 
data over a series of decades. We also use an improved modeling strategy that accounts for the 
endogeneity present in all specifications of economic growth. Our analysis is the first analysis 
we have found that offers both an assessment of the impact of health insurance coverage on state 
and national-level economic growth and accounts for the cost to the state of providing health 
care. Our data end in 2010, just prior to the implementation of the Affordable Care Act (ACA). 
Thus, this research while not testing the provisions of the ACA, tests the basic premise of the 
arguments made during the debates over whether to pass and implement the ACA—the 
economic impact of increasing access to health insurance. We also are able to test the specific 
connection between state-provided (e.g., public) health insurance and economic growth, which 
has also been very controversial in the last few years as the ACA expanded access to Medicaid 
drastically but the “public option” argued by some in Congress was rejected. 
We find that in both panels increased health insurance coverage is associated with faster 
economic growth. In the United States, we find evidence that Medicaid coverage increases both 
macroeconomic growth and employment growth. However, our results also suggest that in their 
efforts to capitalize on the economic benefits of expanding health insurance, legislators would be 
wise to implement policies that control per-enrollee costs. To the extent that the economic 
implications of increased state-supported health care coverage are a key aspect of the ongoing 
debate in the health insurance policy arena, our findings could inform future reforms. 
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Social Policy and Economic Growth 
Previous studies of the relationship between social policies and state economic growth 
find inconsistent effects (see e.g., Blair and Premus 1987; Crain and Lee 1999; Dye 1980; 
Erickson 1987; Fisher 1997; Helms 1985; Jiwattanakulpaisarn et al. 2009; Jones 1990; Jones and 
Vedlitz 1988; Newman 1983; Schneider 1987). Some find positive relationships between 
spending and economic growth, others a negative relationship, and still others find no 
relationship at all.2 Work on the specific relationship between health spending and economic 
growth is very limited. For example, a report issued by the Department of Health and Human 
Services (2008, 47) reviewing the literature on government health spending and economic 
growth concluded that “[g]iven that most of the literature in this area is based on anecdotal 
reports or descriptive evidence, there is significant scope for improving the current methods by 
using longitudinal data and more rigorous empirical analysis.” Their own empirical tests using a 
panel dataset including 13 years of state spending data suggested a positive relationship between 
government expenditures on health and state economic growth, a result contrary to that found in 
Jones (1990). 
Because health problems worsen when unaddressed, cities paying for emergency care of 
uninsured populations may pay significantly more for the health problems that result from 
putting off care than places that pay upfront for preventative care (Baicker and Chandra 2006 
Baker, Fisher, and Wennberg 2008; Bamezai and Melnick 2006). In fact, Baicker and Chandra 
(2004, 184) find that spending and health outcomes are inversely related perhaps because “the 
use of intensive, costly care…crowds out the use of more effective care.” Scholarship on the 
relationship between health care spending in health outcomes suggests a complex relationship. 
                                                          
2 See Fisher (1997) for a thorough review. 
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Fisher and others (2007) find that additional spending on Medicare patients tends to be 
associated with higher numbers of procedures rather than improved health outcomes. Other 
research suggests that health care spending does produce improved outcomes but only in 
particular populations (i.e., infants due to a decrease in infant mortality) (Gallet and 
Doucouliagos 2015). While the relationship between health care spending and health outcomes is 
complex, the relationship between spending on health insurance and health care outcomes may 
be more straightforward. Health insurance may lead to more desirable health care outcomes 
directly (through care which addresses extant diseases/infirmities) and indirectly (through 
preventative care), and healthcare spending is not a simple proxy for the prevalence of health 
care insurance (see Anderson and Frogner 2008; Anderson and Poullier 1999). 
Over the last decade, there has been an increase in attention to assessing social programs 
to see if they “work.” In the health care policy arena, these assessments tend to focus on one of 
two primary criteria: (1) health outcomes, or (2) fiscal efficiency. If health insurance is supposed 
to make people healthier, we can evaluate Medicaid (for example) based on the health related 
outcomes of program participants (e.g., Baiker et al. 2013). But states (and politicians) also have 
to weigh if a program is “worth the cost” given that there are other calls on the public purse. 
These assessments focus more on if a program saves more money than it spends over time or 
leads to economic growth that helps the state recoup its costs (in terms of making up lost or 
increasing tax revenue for example) or an increase in employment growth that makes the state 
economy stronger. If providing public health insurance strengthens the economy and reduces the 
net cost of the program, it should enjoy broader support. Policy experts disagree about the net 
costs of existing state-sponsored health insurance programs, the focal point of this article. Below, 
we review these arguments.  




Pro: Expanding State Sponsored Health Insurance is Worth the Cost 
First, increasing access to health insurance could positively affect labor supply and 
demand. Access to health insurance increases the ability of people to remain in the workforce 
because it keeps them healthier and increases the likelihood that they will be available for work. 
While this can increase overall lifetime earnings and decrease employee turnover, it also could 
reduce the number of people reliant on other government social programs such as social security, 
food stamps, housing assistance, etc. Moreover, access to health insurance, particularly through 
the government may eliminate “job lock” and encourage entrepreneurial activities such as 
starting a new business or investing in research that could create more jobs for others (see e.g., 
Sterret, Bender, and Palmer 2014).  
Likewise, larger government sponsored programs could alleviate some inequalities in the 
system (Sterret, Bender, and Palmer 2014). For example, under an employee-sponsored health 
insurance regime, firms with more elderly or disabled employees, pregnant women, and so on, 
pay more for health care than firms who have employees that are cheaper to cover. The financial 
incentives generated by this insurance regime may encourage firms to either discriminate against 
certain workers (American Civil Liberties Union 2002), decrease wages (Gruber 1994) and 
investments, or decrease hiring additional workers (especially new full time workers) (Baicker 
and Chandra 2006) as health care costs become a larger percentage of labor costs. For these 
reasons, increasing government sponsored health insurance could increase employment and 
economic growth by increasing the labor supply and eliminating market inefficiencies. 
Looking specifically at Medicaid, some evidence suggests that expanding Medicaid 
coverage could increase economic and employment growth. Baiker and others (2013) harnessed 
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the unique “experimental” expansion of Medicaid in Oregon to test how Medicaid coverage 
affected individual health outcome and economic security. While Medicaid access did not 
improve all health outcomes, “Medicaid coverage decreased the probability of a positive 
screening for depression, increased the use of many preventive services, and nearly eliminated 
catastrophic out-of-pocket medical expenditures” (Baiker et al. 2013). A related study 
demonstrated that those participating in the Medicaid expansion had “lower out-of-pocket 
medical expenditures and medical debt (including fewer bills sent to collection), and better self-
reported physical and mental health than the control group” (Finkelstein et al. 2012).3  
State-sponsored health insurance may boost economic growth through other means as 
well. Providing lower income individuals with state health insurance can increase tax revenues 
by keeping families and individuals out of debt that would otherwise keep them from paying 
their taxes. For example, as the cost of health care has increased in the United States, lack of 
health insurance has become the largest driver of bankruptcy (Himmelstein et al. 2009). 
Expenses associated with significant health issues also decrease the ability of families to invest 
in activities that would increase their economic position and thus increase taxable income. For 
example, a study by Collins and others (2012) found that 36 percent of young adults had medical 
debt, and of those 31 percent had put off education and career plans, 28 percent were unable to 
meet their basic financial obligations because of medical bills, and 32 percent could not make 
their student loan or tuition payments.  
A third mechanism through which state sponsored health insurance could bolster economic 
growth is as a direct economic stimulus (see e.g., Pauly 2003): expenditures on health care 
increase both wages and the number of jobs in the health care sector. To the extent that 
                                                          
3 However, studies also showed that Medicaid access increased the rate of emergency room visits even for 
illnesses that could have been dealt with in an outpatient setting (Taubman et al. 2014). 
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expenditures on health care lead to new treatments and cures that decrease morbidity and 
infirmity, spending can result in a large financial gain for the country. (Aaron 2003; Murphy and 
Topel 2006). 
Con: Expanding State Sponsored Health Insurance is Not Worth the Cost 
However, there are also arguments that state-sponsored health insurance is bad for economic 
growth. For states, investing in state sponsored health insurance programs might be harmful 
because they come at the expense of other investments such as education and infrastructure 
(HHS 2008). For example, Kane, Orszag, and Guntner (2003) estimate that each new dollar 
spent on Medicaid results in a 6 or 7 cent cut in higher education appropriations. There are also 
economic arguments that because state sponsored health insurance programs are funded through 
taxes, that any expansion will be detrimental to economic and employment growth (Alesina and 
Perotti 1994).  
Increased public health coverage, of course, also comes with a cost to taxpayers. If states are 
forced to raise marginal tax rates to pay for expanding coverage, this could lead to lower growth 
by decreasing the incentives to work. Padovano and Galli (2007), for example, find higher 
marginal tax rates are associated with lower growth in an OECD sample. This could potentially 
offset any positive economic benefits associated with increased health coverage, especially if 
public health care coverage is run inefficiently. An inefficient public health care sector will lead 
to higher costs per person, necessitating higher marginal tax rates, and potentially leading to 
lower economic growth (see e.g., Alesina and Rodrik 1994).  
Medicaid, as a means-tested program, may have additional negative effects on economic and 
employment growth by actually discouraging (too much) work. Those who qualify for Medicaid 
may worry about losing benefits if they earn above the maximum income level, especially if their 
 State Sponsored Health Insurance and Economic Growth 
9 
 
new jobs do not come with health insurance. This effectively increases the marginal tax rate 
faced by low-income workers. Holt and Romich (2007) following work by Shaviro (1999) find 
that low-income households can face marginal tax rates in excess of 50 percent as benefits like 
EITC and Medicaid phase out or disappear. Similarly, Yelowitz (1995) found that allowing 
children to stay on Medicaid when mothers earned more income led to an increased labor supply 
for some mothers. 
The literature to date leaves us with an unclear picture about how increased access to 
health insurance and particularly increased state run health insurance should affect economic 
growth. Given the evidence to date presented above, we hypothesize that higher levels of health 
insurance coverage among the working age population, particularly state sponsored health 
insurance coverage, should increase economic growth but that increased spending per enrollee 
for government funded health insurance programs will have the opposite effect. Thus, we test the 
following two hypotheses:  
H1: The Healthy Worker Hypothesis: Higher levels of health insurance among the 
working age population will lead to an increase in GDP and employment growth.  
H2: The Efficiency Hypothesis. Higher levels of per person spending will have a negative 
impact on both economic and employment growth.  
Data and Methods 
We have constructed two complementary data sets to test these hypotheses. The first is a 
panel of state-level observations for the United States that allows us to test the effects of health 
care coverage on economic growth within a single country. In addition, this dataset allows us to 
compare the differential impact of public and private healthcare coverage for different age 
groups on economic growth. While no state in the United States has a single payer system 
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similar to that in several OECD countries, the U.S. states vary widely in how many people are 
covered by health insurance, particularly in regards to how many people are covered via state-
sponsored “public” programs (Medicare, Medicaid, or Military4) versus private-market 
insurance. Second, we use a panel of OECD countries which allows us to estimate the effect of 
guaranteeing coverage for the entire population as several of the countries have universal health 
care systems. The U.S. state data spans the years 1988-2010 and the OECD data spans the years 
2000-11 because of sporadic data availability.5 Both datasets also include spending data that 
allow us to test the hypothesis that the cost of health insurance can also affect economic growth.  
One improvement upon the existing literature is that we employ a more appropriate 
methodology to deal with the endogeneity issues that are endemic to models of economic 
growth. The question of the contemporaneous effect of health insurance coverage on economic 
growth is complicated by the business cycle and potential endogeneity between economic growth 
and state spending.6 To address the business cycle issue, we incorporate a number of control 
variables, explained below. We also employ the Arellano-Bond (1991) generalized methods of 
moments (GMM) estimator to deal with potential endogeneity.7 Differencing the variables with 
                                                          
4 While there are a number of other public health insurance plans (such as Indian Health Services and 
health care for prisoners), Medicare, Medicaid, and Military represent the vast majority of public health 
care spending. 
5 Both panel datasets are gathered from publicaly available aggregate (U.S. State-level or OECD Country-
level) data sources. 
6 We have fewer data points available for our OECD sample when controlling for the business cycle. 
Fixed-effect regressions using a Hodrik-Prescott filter to remove business cycle effects gives us similar 
results with a larger sample size. We report the Arellano-Bond GMM results here to be consistent with 
our state-level results. 
7 See Roodman (2009) for a how-to, and Prillaman and Meier (2014) for a current social science 
example). As Roodman (2009, 86) notes, Arellano-Bond is designed for models in which “1) “small T, 
large N” panels, meaning few time periods and many individuals; 2) a linear functional relationship; 3) 
one left-hand-side variable that is dynamic, depending on its own past realizations; 4) independent 
variables that are not strictly exogenous, meaning they are correlated with past and possibly current 
realizations of the error; 5) fixed individual effects; and 6) heteroskedasticity and autocorrelation within 
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this method removes state/country fixed effects, and we use lagged variables as instrumental 
variables. In addition, we use population growth and a state-specific health care price index from 
the Bureau of Economic Analysis as exogenous instruments in the state data.8 Models run 
without GMM but that include state/country fixed effects result in findings that are substantively 
equivalent to those presented using GMM and are available upon request. 
United States Data 
In the case of the lower 48 states, the independent variables of interest are the percent of 
the population covered by health insurance, which we further break down by age (under 18 and 
18-65), type (public vs. private plans), and subtype (specifically for public health insurance: 
Medicare vs. Medicaid vs. military benefits).9 Data on this variable span the years 1988 to 2010; 
however, not all control variables are available for all years. Nevertheless, all variables are 
available in equal number for each state so that the data set remains balanced just with a slightly 
smaller sample size.  
First, to control for the business cycle we include the state unemployment rate and the 
employment to population ratio.10 We also include national variables including the 
unemployment rate, a recession dummy (=1 in years in which the United States is in recession), 
and U.S. GDP per capita growth.11 Second, it is necessary to control for other causes of state-
level growth. To control for the potential differences in growth that come from different levels of 
                                                                                                                                                                                           
individuals but not across them.” This description fits our model, with 30 years and 48 states, quite well, 
and addresses the potential endogeneity of our health insurance coverage variables. 
8 While neither are perfect instruments, both are more correlated with the main regressor variables (health 
insurance coverage by type and group) than with the dependent variable, growth in state GDP per capita. 
9 Data on health insurance rates by state are available from the U.S. Census at: 
https://www.census.gov/hhes/www/hlthins/data/historical/. 
10 Unemployment by state was available from the Bureau of Labor Statistics at http://www.bls.gov/lau/ 
11 Our primary measure of state economic growth was collected from the Bureau of Economic Analysis at 
the U.S. Department of Commerce.  
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GDP per capita, we include the log of real GDP per capita.12 We also include several variables to 
capture the business and economic climate of the state, including an index of “economic 
freedom” which captures such things as the level of regulatory burden on business, property 
rights, and price controls, which may distort the market (McMahon and Stansel 2013).13 We 
control for the total state tax rate which might also impact economic growth, and we include 
state government spending broken down by category including capital expenditures and 
spending on education and health and hospitals.14 We use the percent of high school and college 
graduates to control for human capital levels. Finally we include a series of demographic 
controls that have historically been associated with health and economic status (Williams and 
Collins 1995) including the percent of the population in poverty, the percent black, the percent 
Hispanic, and age (under 18 and above 65).15 Summary statistics for the main variables of 
interest in the state panel data set are given in Table 1.  
[Table 1 about here] 
OECD Analysis 
The second data set is an unbalanced panel of up to 28 OECD countries spanning the 
years 2000-11 with a maximum number of observations per country of 10. We use real GDP per 
capita growth (with purchasing power parity dollars) and total employment growth as the 
dependent variables while the independent variable of interest is the percent of the population 
                                                          
12 In our datasets, states with higher GDP per capita tend to experience higher growth implying that states 
with higher GDP per capita are likely to grow faster. On the other hand, the OECD countries with higher 
levels of GDP per capita experience slower growth as the poorer countries experience the more standard 
catch-up growth. 
13 Available at: https://www.fraserinstitute.org/content/dean-stansel 
14 Available from the Government Finance Data from the U.S. Census available at: 
https://www.census.gov/govs/state/ 
15 Human Capital and Demographic data were collected from the U.S. Census website, available at: 
https://www.census.gov/popest/data/index.html 
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covered by total health insurance or by public and/or private health insurance. Unlike our U.S. 
data, the age breakdown for the coverage data was unavailable for the OECD. In addition, there 
are far fewer available observations for private vs. public health insurance coverage than for 
health insurance coverage in total. However, we do control for spending on healthcare, both in 
total and broken down by public vs. private.  
The control variables in this dataset are similar to the first but vary slightly based on data 
availability. They include an economic freedom index (Gwartney, Lawson, and Hall 2013), 
capital formation as a percent of GDP (as a measure of investment), taxes as a percent of GDP, 
and the percent of the population under 15 and over 65, following the general outline of Barro 
(2000). All variables except for the economic freedom index come from OECD Stats website.16 
Barro (2000) finds that investment is associated with higher growth while a larger government 
budget is negatively associated with growth. The economic freedom index controls for 
institutional factors that affect growth such as protection of property rights and regulation and 
trade restrictions.17 
Summary statistics for the main variables of interest for the OECD data can be found in 
Table 2. Education data is available only in 5-year observations from Barro and Lee (2013)18 so 
as an additional control and as a check on our methodology, we present the OECD results using 
five year averages as well.19  
[Table 2 about here]  
                                                          
16 Data available from: http://stats.oecd.org/ 
17 The Economic Freedom Index was gathered from the Fraser Institute: 
http://www.freetheworld.com/reports.html 
18 Available at: https://idsc.iza.org/?page=27&id=150 
19 State variables are available for (almost) all years. Regressions using 5-year averages show no 
significant difference to the annual dataset 




Economic Growth and Health Insurance Rates in the U.S. States 
Table 3 presents the GMM regression results for the U.S. state panel dataset without 
spending. The main finding is that health insurance coverage for the working age population (18-
65 year olds) has a positive effect on economic growth. Column (i) shows that a 1 percentage 
point increase in coverage for the working age population is associated with an increase of 0.306 
percentage points of contemporaneous annual growth. Column (ii) breaks out coverage by 
private vs. public healthcare plans and we can see that the positive effect is mainly due to public 
coverage (the coefficient on private coverage is positive but insignificant and much smaller). In 
column (iii) we break this out further to distinguish between Medicaid, Medicare, and Military 
coverage. They are all significant (at least at the 10 percent level) and of similar size, although 
military coverage appears to have the largest effect. This is not surprising given the federal 
spending that comes along with having a large military population in the state. 
[Table 3 about here] 
 Coverage for those under 18, who by and large are not in the workforce, is not significant 
and the economic effect is quite small in all three of these regressions. Keep in mind that these 
regressions only measure the contemporaneous effect of health insurance coverage on economic 
growth rather than the long-run effect that might be present in covering children who may grow 
up to be healthier and more productive workers. Unfortunately, our dataset is not long enough to 
capture these effects. 
 Our dataset also allows us to look at the effect of healthcare spending on economic 
growth. We have the data broken down by type (private spending, Medicare spending, and 
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Medicaid spending) and as a percent of the states’ GDP and on a per-enrollee basis.20 Increased 
spending on healthcare may drive economic growth, especially if healthcare is a driver of 
productivity growth. On the other hand, higher healthcare spending will decrease spending in 
other industries which may decrease growth if those other industries are more productive. 
 Our results, presented in Table 4, show that personal healthcare spending, whether 
measured as a percent of GDP (column (i)) or per capita (column (ii)) has a significant negative 
effect on growth. This implies that private healthcare spending, which was growing much faster 
than GDP in our sample, is a significant drag on growth. Government healthcare spending, on 
the other hand, has a positive effect on growth, especially Medicaid spending, although this is 
not always statistically significant. 
[Table 4 about here] 
 Our regressions in Table 4 include health insurance coverage variables. These become 
insignificant in columns (i) and (ii) where private and government coverage are lumped together, 
but are (weakly) significant when we break out coverage by private vs. public in columns (iii) 
and (iv). Once again it is government coverage for the working age population that has a positive 
effect on contemporaneous economic growth. In column (v), which includes spending both as a 
percent of GDP and per capita (or per enrollee) costs, total Medicaid spending as a percent of 
GDP continues to have a positive effect on growth while personal healthcare spending as a 
                                                          
20 These numbers have been converted from nominal to real using state-specific healthcare price indices 
reported by the Bureau of Economic Analysis. 
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percent of GDP has a significantly negative effect. The per capita and per enrollee variables all 
have negative coefficients, but are not statistically significant.21 
 Another test that may help distinguish between the relative impacts of potential labor 
supply and healthcare innovation on growth is to use total employment growth22 as our 
dependent variable as opposed to economic growth. Table 5 repeats the regressions of Table 3 
with employment growth as the dependent variable and health insurance coverage as the main 
independent variables of interest. These results mirror the earlier results with total coverage of 
the working age population, in column (i), increasing employment growth (while controlling for 
the employment to population ratio). Column (ii) shows that this is due to government coverage 
as opposed to private health insurance coverage, and column (iii) shows the effects are due 
equally to Medicaid and Medicare coverage. These results strongly imply that providing health 
coverage to this vulnerable population (mainly the poor, the disabled, and the working elderly) 
increases their labor supply significantly. 
[Table 5 about here] 
 Table 6, which is similar to Table 4, adds healthcare spending to the independent 
variables. Total coverage of the working age population is now insignificant in columns (i) and 
(ii). In column (ii) private healthcare spending per capita has a significant positive effect on 
employment growth while increased Medicaid spending per enrollee has a significant negative 
effect on employment growth. These are the opposite signs from the results in Table 4. These 
results hold in columns (iii) - (iv) in which coverage is distinguished by type. Column (v) implies 
                                                          
21 Our hypotheses do not include anything about the effect of insurance coverage as spending increases so 
we do not include an interaction term in these regressions. We expect the effects of coverage and 
spending to be independent. Regressions that include an interaction term return insignificant results. 
22 Results only looking at private-industry employment growth are very similar. 
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that increased Medicaid coverage is positively associated with total employment growth but 
higher costs of the program have a mixed effect with total spending being associated with faster 
employment growth but higher spending per enrollee being associated with slower growth. 
[Table 6 about here] 
Economic Growth and Health Insurance Rates in the OECD 
The results for the OECD panel are presented in Tables 7 and 8. While the OECD panel 
is unbalanced, it does allow us to test the effects of health insurance coverage at a national level. 
In all regressions, health insurance coverage is associated with higher economic growth. Column 
(i) looks at total health insurance coverage and healthcare spending. Increased coverage is 
(weakly) associated with higher GDP growth with a coefficient similar in size to those in the 
state-level regressions. Column (ii) breaks out coverage by public vs. private plans but finds that 
neither is significant. In this case, however, total healthcare spending is associated with slower 
economic growth. This result is unclear; however, as when we break out spending by source in 
column (iii), public spending appears to be positively associated by economic growth. This may 
be due to the diminished sample size and more recent timeframe or it is possible that the 
direction of causality runs in the other direction as faster growth (and higher tax revenue) leads 
to increased spending on health care. 
[Table 7 about here] 
 Table 8 looks at the effects of health insurance coverage and healthcare spending on 
employment growth. Column (i) which looks at total coverage and total spending finds a weakly 
positive effect of both coverage and spending on growth. Column (iii), which highlights 
coverage and spending by type (public vs. private), also finds a positive effect of coverage on 
employment growth. While both public and private coverage are positive and significant, the 
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effect of public coverage is about five times larger than for private coverage. Public healthcare 
spending is also weakly associated with higher employment growth, but private healthcare 
spending (which is often redundant in these countries with universal or near-universal coverage) 
is weakly associated with slower employment growth. 
[Table 8 about here] 
Discussion and Conclusion 
 This study employed two datasets—one on health insurance coverage in the contiguous 
48 U.S. states and one for countries in the OECD—to model the effect of expanding health 
insurance on state and country economic and employment growth over the last two decades. We 
draw three main conclusions from our results. First, in the United States, government health 
insurance (e.g., Medicaid, Medicare, and Military) of the working age population is associated 
with faster GDP per capita growth. Second, health insurance coverage in general, but especially 
Medicaid coverage in the United States sample, and public coverage in the OECD sample, is 
associated with faster employment growth. Finally, in the United States, per-enrollee Medicaid 
spending is associated with slower GDP and employment growth. However, public healthcare 
spending in the OECD sample (and total Medicaid spending as a percent of state GDP) is 
associated with faster growth although the direction of causality is unclear. Taken as a whole our 
results suggest that when the government takes steps to insure a larger share of the working age 
population through government provided health insurance, it is beneficial to economic growth.  
However, our results also suggest that a single-payer public healthcare system is likely to 
be the most beneficial for economic growth in that the government can maximize health 
insurance coverage and use its monopsony power as the only major buyer of health services to 
control costs. Single-payer systems have the benefit of covering the entire population (and 
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therefore the entire working age population) and allow governments to set the rate for 
procedures, prescriptions, and other healthcare expenditures. This suggests that regardless of 
how the ACA specifically affects the economy, if the goal of health insurance regulators and 
reformers is to increase economic growth, they should reconsider a universal coverage public 
system. However, even as the ACA stands now, where many states have significantly expanded 
Medicaid to previously uncovered working age populations, our results do suggest that this 
should be beneficial to those states’ economies.  
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Table 1: State-Level Summary Statistics 
 
Variable Median St. Dev. 25th Percentile 75th Percentile 
Real GDP per capita growth 1.81 1.08 1.04 2.47 
<18 healthcare coverage 
(private or public) 
89.8 4.7 86.0 92.2 
<18 healthcare coverage 
(private) 
70.5 8.4 63.5 75.6 
 Employee benefits 63.6 7.9 57.6 68.7 
 Direct purchase 5.5 2.5 4.1 7.2 
<18 healthcare coverage 
(public) 
25.4 8.2 20 31.2 
 Medicare 0.4 5.7 0.1 0.8 
 Medicaid 21.2 8.4 16.0 27.5 
 Military 3.0 2.4 1.9 4.9 
18-65 healthcare coverage 
(public of private) 
83.1 4.8 79.2 86.0 
18-65 healthcare coverage 
(private) 
74.7 6.13 69.5 78.4 
 Employee benefits 66.2 6.1 61.6 70.4 
 Direct purchase 7.6 2.6 6.3 9.3 
18-65 healthcare coverage 
(public) 
12.4 3.4 10.3 14.8 
 Medicare 2.7 2.8 2.0 3.6 
 Medicaid 6.5 3.7 5.0 8.6 
 Military 3.7 2.0 2.3 5.4 
Private Healthcare Spending 
(% of GDP) 
12.7 2.4 11.3 14.4 
Medicare Spending (% of 
GDP) 
2.3 0.8 1.9 2.9 
Medicaid Spending (% of 
GDP) 
1.8 0.7 1.5 2.2 
Private Healthcare spending 
per capita 
$5,600 $1,050 $4,900 $6,400 
Medicare Spending per 
enrollee 
$7,300 $1,500 $6,300 $8,500 
Medicaid Spending per 
enrollee 
$7,000 $2,100 $5,900 $8,400 
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Table 2: OECD-Level Summary Statistics 





Real GDP per capita growth (%) 2.09 1.67 1.37 3.05 
Healthcare coverage (public or private, 
% of population) 
100 15.1 95.3 100 
 Public healthcare coverage (% 
of population) 
100 16.5 95.0 100 
 Private healthcare coverage 
(% of population) 
17.2 29.0 0.3 50.8 
Total healthcare expense (percent of 
GDP) 
7.2 5.1 5.7 8.5 
 Public healthcare expense 
(percent of GDP) 
5.1 2.3 3.7 6.4 
 Private healthcare expense 
(percent of GDP) 
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Table 3: Effects of Health Insurance Coverage on State GDP Growth (U.S. States, 1988-2010) 
Dependent Variable = State Real GDP per capita Growth 
  (i) (ii) (iii) 
Health Insurance Coverage < 18 -0.0249   
 (0.0790)   
Health Insurance Coverage 18-65 0.306***   
 (0.114)   
Private Coverage < 18  0.00958 -0.0124 
  (0.0697) (0.0606) 
Government Coverage < 18  -0.0818 -0.00371 
  (0.0636) (0.0579) 
Private Coverage 18-65  0.141 0.118 
  (0.108) (0.0726) 
Government Coverage 18-65  0.491***  
  (0.120)  
Medicaid Coverage 18-65   0.221* 
   (0.115) 
Medicare Coverage 18-65   0.278** 
   (0.118) 
Military Coverage 18-65   0.374** 
   (0.153) 
State Unemployment Rate -1.582*** -1.530*** -1.276*** 
 (0.424) (0.335) (0.312) 
Employment/Population Ratio -0.839*** -0.716** -0.806*** 
 (0.307) (0.330) (0.263) 
US Recession Dummy 1.040*** 0.903*** 0.921*** 
 (0.306) (0.282) (0.252) 
US GDP per capita growth rate 0.672*** 0.645*** 0.679*** 
 (0.0815) (0.0836) (0.0675) 
US Unemployment Rate 1.239*** 1.200*** 0.965*** 
 (0.369) (0.313) (0.254) 
(Log) State GDP per capita 13.06 11.05 18.58** 
 (10.87) (10.44) (7.963) 
Economic Freedom Index 10.29*** 10.17*** 8.054*** 
 (2.386) (2.363) (1.849) 
Average State Tax Rate 1.227 0.975 1.143* 
 (0.810) (0.693) (0.622) 
(Log) State Total Spending 0.295 4.105 -5.509 
 (5.864) (6.247) (5.006) 
(Log) State Capital Spending -1.544 0.456 -1.504 
 (2.401) (1.864) (2.034) 
(Log) State Education Spending -15.23** -17.22*** -12.68*** 
 (6.071) (5.261) (4.692) 
(Log) State Health and Hosp. Spending -2.565 -4.539** -1.744 
 (2.478) (1.978) (1.781) 
(Log) State Highway Spending 0.126 -2.035 1.112 
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 (2.210) (1.872) (2.023) 
(Log) State Police & Fire Spending -2.545 -3.629** -2.956** 
 (2.080) (1.769) (1.483) 
State Poverty Rate 0.293 0.0500 0.00838 
 (0.194) (0.172) (0.140) 
State Black Population (%) 0.381 0.344 0.391 
 (0.294) (0.312) (0.258) 
State Hispanic Population (%) -0.197 -0.0498 -0.345 
 (0.370) (0.380) (0.326) 
State High School Grads (%) 0.470*** 0.363** 0.288** 
 (0.171) (0.150) (0.120) 
State College Grads (%) -0.178 -0.150 -0.0952 
 (0.147) (0.131) (0.100) 
State Population > 65 (%) -0.138 -0.0545 -0.0286 
 (0.169) (0.131) (0.115) 
State Population < 18 (%) 0.0111 0.0232 0.145 
 (0.231) (0.168) (0.148) 
GDP per capita growth (first lag) -0.507*** -0.508*** -0.455*** 
 (0.0546) (0.0533) (0.0507) 
GDP per capita growth (second lag) -0.376*** -0.375*** -0.343*** 
 (0.0375) (0.0400) (0.0329) 
    
Observations 960 960 952 
Number of state 48 48 48 
Robust standard errors in parentheses   
*** p<0.01, ** p<0.05, * p<0.1    
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Table 4: Effects of Health Insurance Coverage and Spending on State GDP Growth, (U.S. States, 1988-
2010) Dependent Variable = State Real GDP per capita Growth 
  (i) (ii) (iii) (iv) (v) 
Health Insurance Coverage < 18 0.0576 0.0988    
 (0.0738) (0.0859)    
Health Insurance Coverage 18-65 0.113 0.0851    
 (0.0891) (0.107)    
Private Coverage < 18   0.0220 0.0352 0.0257 
   (0.0441) (0.0390) (0.0391) 
Government Coverage < 18   -0.0104 0.0214 -0.0283 
   (0.0429) (0.0455) (0.0374) 
Private Coverage 18-65   -0.0413 -0.0435 -0.0364 
   (0.0519) (0.0498) (0.0456) 
Government Coverage 18-65   0.159* 0.164* 0.130 
   (0.0965) (0.0950) (0.0935) 
Personal Healthcare Spending (% 
GDP) 
-1.548***  -1.519***  -1.327*** 
 (0.475)  (0.423)  (0.510) 
Medicare Spending (% GDP) 1.715**  1.329**  2.630 
 (0.700)  (0.641)  (1.750) 
Medicaid Spending (% GDP) 5.217***  3.193***  2.801*** 
 (0.746)  (0.968)  (1.048) 
(Log) Real Personal Spending per 
capita 
 -15.16***  -15.18*** -2.560 
  (4.660)  (5.196) (6.289) 
(Log) Real Medicare Spending per 
enrollee 
 1.714  1.814 -5.545 
  (2.801)  (2.105) (5.722) 
(Log) Real Medicaid Spending per 
enrollee 
 4.150**  2.334 -1.173 
  (2.068)  (1.526) (2.052) 
State Unemployment Rate -1.027*** -1.349*** -1.060*** -1.229*** -1.083*** 
 (0.277) (0.302) (0.189) (0.203) (0.181) 
Employment/Population Ratio -1.286*** -0.830*** -0.781*** -0.894*** -0.726*** 
 (0.311) (0.264) (0.214) (0.240) (0.199) 
US Recession Dummy 0.314 0.426* 0.316 0.428* 0.298 
 (0.287) (0.247) (0.235) (0.241) (0.226) 
US GDP per capita growth rate 0.537*** 0.564*** 0.569*** 0.606*** 0.546*** 
 (0.0863) (0.0708) (0.0629) (0.0698) (0.0636) 
US Unemployment Rate 0.0728 0.779*** 0.537*** 0.549** 0.503** 
 (0.280) (0.269) (0.181) (0.227) (0.200) 
(Log) State GDP per capita 30.98*** 22.24** 22.11*** 23.77*** 25.75*** 
 (5.433) (9.203) (5.541) (6.239) (5.975) 
Economic Freedom Index 2.347 7.406*** 2.716** 4.314*** 3.092*** 
 (1.574) (1.683) (1.118) (1.050) (1.144) 
Average State Tax Rate 1.351* 2.458*** 0.947** 1.485*** 1.367*** 
 (0.763) (0.806) (0.457) (0.565) (0.458) 
(Log) State Total Spending -16.61*** -3.411 -8.481* -2.981 -7.274* 
 (5.645) (4.747) (4.679) (4.447) (4.283) 
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(Log) State Capital Spending 0.349 0.343 1.114 0.943 0.967 
 (1.643) (1.945) (0.911) (0.978) (0.960) 
(Log) State Education Spending -8.060* -10.81*** -7.158*** -6.275** -6.036** 
 (4.541) (3.990) (2.343) (2.747) (2.477) 
(Log) State Health and Hosp. Spending 1.681 -1.281 -0.675 -0.620 -0.594 
 (1.657) (1.687) (0.959) (1.008) (0.927) 
(Log) State Highway Spending 1.737 0.0354 -0.0594 -0.727 -0.189 
 (1.957) (1.927) (1.131) (1.186) (1.170) 
(Log) State Police & Fire Spending -1.673 -3.054* -0.992 -1.633* -0.831 
 (1.346) (1.658) (0.775) (0.833) (0.734) 
State Poverty Rate 0.145 0.263* -0.0619 -0.0486 0.0424 
 (0.128) (0.151) (0.0735) (0.0721) (0.0722) 
State Black Population (%) 0.549** 0.561** 0.329* 0.357** 0.353* 
 (0.267) (0.251) (0.179) (0.177) (0.186) 
State Hispanic Population (%) -0.811*** -0.00156 -0.468*** -0.336* -0.413** 
 (0.291) (0.296) (0.181) (0.186) (0.165) 
State High School Grads (%) 0.0460 0.202* -0.00688 0.00213 -0.0722 
 (0.114) (0.120) (0.0817) (0.0888) (0.0855) 
State College Grads (%) -0.0313 0.0526 -0.0239 -0.0298 0.0249 
 (0.131) (0.130) (0.0980) (0.103) (0.0954) 
State Population > 65 (%) 0.106 -0.00461 -0.0369 -0.00338 -0.0874 
 (0.145) (0.146) (0.0950) (0.102) (0.0796) 
State Population < 18 (%) 0.213 0.123 0.0243 0.0419 -0.0432 
 (0.203) (0.188) (0.155) (0.156) (0.133) 
GDP per capita growth (first lag) -0.435*** -0.474*** -0.388*** -0.394*** -0.379*** 
 (0.0579) (0.0556) (0.0463) (0.0504) (0.0464) 
GDP per capita growth (second lag) -0.290*** -0.325*** -0.263*** -0.260*** -0.251*** 
 (0.0331) (0.0323) (0.0274) (0.0309) (0.0281) 
      
Observations 864 864 864 864 864 
Number of state 48 48 48 48 48 
Robust standard errors in parentheses      
*** p<0.01, ** p<0.05, * p<0.1      
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Table 5: Effects of Health Insurance Coverage on Total Employment Growth, (U.S. States, 
1988-2010) Dependent Variable = Total Employment Growth (%) 
  (i) (ii) (iii) 
Health Insurance Coverage < 18 -0.0414   
 (0.0381)   
Health Insurance Coverage 18-65 0.129**   
 (0.0575)   
Private Coverage < 18  0.00114 -0.0133 
  (0.0245) (0.0221) 
Government Coverage < 18  -0.0105 -0.0179 
  (0.0302) (0.0248) 
Private Coverage 18-65  0.0113 0.0124 
  (0.0373) (0.0376) 
Government Coverage 18-65  0.200***  
  (0.0627)  
Medicaid Coverage 18-65   0.195*** 
   (0.0615) 
Medicare Coverage 18-65   0.208*** 
   (0.0551) 
Military Coverage 18-65   0.0660 
   (0.0617) 
State Unemployment Rate -0.796*** -0.692*** -0.741*** 
 (0.166) (0.115) (0.107) 
Employment/Population Ratio -0.680*** -0.515*** -0.440*** 
 (0.160) (0.131) (0.116) 
US Recession Dummy -0.363* -0.498*** -0.464*** 
 (0.186) (0.164) (0.152) 
US GDP per capita growth rate 0.173*** 0.146*** 0.166*** 
 (0.0455) (0.0399) (0.0323) 
US Unemployment Rate -0.464*** -0.395*** -0.277** 
 (0.155) (0.127) (0.123) 
(Log) State GDP per capita -9.248* -5.731* -6.629** 
 (5.150) (3.226) (3.248) 
Economic Freedom Index 2.850*** 2.276*** 2.433*** 
 (0.915) (0.699) (0.619) 
Average State Tax Rate 2.596*** 2.053*** 2.063*** 
 (0.418) (0.280) (0.268) 
(Log) State Total Spending 12.73*** 8.482*** 8.284*** 
 (3.463) (2.333) (2.090) 
(Log) State Capital Spending -2.294* -1.757** -1.410** 
 (1.226) (0.731) (0.623) 
(Log) State Education Spending 2.586 1.566 0.925 
 (2.152) (1.884) (1.715) 
(Log) State Health and Hosp. Spending -1.835** -1.297** -1.999*** 
 (0.852) (0.661) (0.574) 
(Log) State Highway Spending -0.116 -0.501 -0.977 
 (1.072) (0.748) (0.706) 
(Log) State Police & Fire Spending -0.985 -1.413*** -1.113** 
 (0.794) (0.538) (0.493) 
State Poverty Rate 0.142* -0.00462 -0.00121 
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 (0.0761) (0.0633) (0.0534) 
State Black Population (%) 0.0546 -0.00616 0.00126 
 (0.124) (0.0944) (0.0859) 
State Hispanic Population (%) -0.182 -0.185 -0.112 
 (0.178) (0.123) (0.109) 
State High School Grads (%) -0.0861 -0.0735 -0.0971** 
 (0.0631) (0.0510) (0.0490) 
State College Grads (%) -0.0968 -0.100* -0.0600 
 (0.0807) (0.0539) (0.0454) 
State Population Growth 0.291*** 0.289*** 0.293*** 
 (0.0582) (0.0524) (0.0487) 
State Population > 65 (%) -0.120 -0.143*** -0.155*** 
 (0.0814) (0.0491) (0.0439) 
State Population < 18 (%) -0.107 -0.150** -0.173*** 
 (0.113) (0.0725) (0.0642) 
GDP per capita growth 0.146*** 0.148*** 0.135*** 
 (0.0409) (0.0368) (0.0326) 
GDP per capita growth (first lag) 0.101*** 0.0962*** 0.0875*** 
 (0.0339) (0.0334) (0.0310) 
GDP per capita growth (second lag) 0.0204 0.00946 -0.00252 
 (0.0218) (0.0214) (0.0200) 
    
Observations 960 960 952 
Number of state 48 48 48 
Robust standard errors in parentheses   
*** p<0.01, ** p<0.05, * p<0.1    
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Table 6: Effects of Health Insurance Coverage and Spending on Total Employment Growth, (U.S. 
States, 1988-2010)  
Dependent Variable = Total Employment Growth (%) 
  (i) (ii) (iii) (iv) (v) 
Health Insurance Coverage < 18 -0.0688* -0.0655*    
 (0.0374) (0.0368)    
Health Insurance Coverage 18-65 0.105 0.0780    
 (0.0645) (0.0570)    
Private Coverage < 18   0.00232 0.00902 -0.0124 
   (0.0281) (0.0260) (0.0221) 
Government Coverage < 18   -0.0222 -0.00982 -0.0388 
   (0.0291) (0.0261) (0.0237) 
Private Coverage 18-65   -0.0228 -0.0468 -0.0375 
   (0.0420) (0.0368) (0.0301) 
Government Coverage 18-65   0.171*** 0.163***  
   (0.0542) (0.0495)  
Medicaid Coverage 18-65     0.107** 
     (0.0533) 
Medicare Coverage 18-65     0.0808 
     (0.0523) 
Military Coverage 18-65     0.106 
     (0.0650) 
Personal Healthcare Spending (% GDP) 0.461  0.147  -0.501* 
 (0.300)  (0.239)  (0.278) 
Medicare Spending (% GDP) -0.0789  -0.0162  0.580 
 (0.382)  (0.303)  (0.847) 
Medicaid Spending (% GDP) 0.0339  -0.400  1.150** 
 (0.598)  (0.512)  (0.556) 
(Log) Real Personal Spending per capita  7.603***  5.682** 9.986*** 
  (2.771)  (2.244) (3.323) 
(Log) Real Medicare Spending per enrollee  -0.879  -0.331 -1.008 
  (1.046)  (0.928) (2.965) 
(Log) Real Medicaid Spending per enrollee  -2.354**  -2.720*** -3.887*** 
  (0.963)  (1.014) (1.076) 
State Unemployment Rate -0.897*** -0.794*** -0.719*** -0.679*** -0.680*** 
 (0.146) (0.148) (0.128) (0.123) (0.126) 
Employment/Population Ratio -0.435** -0.310* -0.254 -0.212 -0.101 
 (0.207) (0.159) (0.165) (0.129) (0.107) 
US Recession Dummy -0.460*** -0.423** -0.692*** -0.549*** -0.584*** 
 (0.174) (0.171) (0.164) (0.165) (0.157) 
US GDP per capita growth rate 0.115** 0.167*** 0.0586 0.117** 0.124*** 
 (0.0570) (0.0535) (0.0498) (0.0470) (0.0473) 
US Unemployment Rate -0.288** -0.260** -0.312** -0.349*** -0.235** 
 (0.131) (0.127) (0.131) (0.113) (0.101) 
(Log) State GDP per capita -3.556 -9.069** -4.100 -6.906** -8.144*** 
 (4.319) (4.509) (3.397) (3.216) (2.797) 
Economic Freedom Index 2.965*** 1.854** 2.313*** 1.305* 0.936 
 (0.877) (0.779) (0.766) (0.726) (0.596) 
Average State Tax Rate 2.457*** 1.975*** 2.325*** 1.759*** 1.451*** 
 (0.415) (0.353) (0.318) (0.239) (0.278) 
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(Log) State Total Spending 13.08*** 12.11*** 12.26*** 10.98*** 8.319*** 
 (2.603) (2.553) (2.376) (2.332) (1.817) 
(Log) State Capital Spending -1.701 -1.516* -1.629** -0.896 -0.592 
 (1.060) (0.807) (0.710) (0.650) (0.592) 
(Log) State Education Spending -3.971* -1.879 -2.711 -3.430** -3.243** 
 (2.310) (1.879) (1.738) (1.611) (1.513) 
(Log) State Health and Hosp. Spending -1.312** -1.089* -1.458*** -1.157** -1.063** 
 (0.591) (0.636) (0.543) (0.544) (0.466) 
(Log) State Highway Spending -1.462 -1.087 -1.511** -1.216* -1.421** 
 (1.007) (0.731) (0.641) (0.640) (0.712) 
(Log) State Police & Fire Spending -2.091** -1.708*** -1.669*** -1.262*** -0.920** 
 (0.817) (0.659) (0.516) (0.477) (0.445) 
State Poverty Rate 0.154** 0.136** 0.0422 0.00768 0.0323 
 (0.0698) (0.0616) (0.0537) (0.0579) (0.0519) 
State Black Population (%) 0.129 0.0615 0.0841 0.0202 0.0290 
 (0.112) (0.103) (0.103) (0.0926) (0.0965) 
State Hispanic Population (%) -0.0728 -0.114 -0.0952 -0.128 -0.0717 
 (0.150) (0.143) (0.119) (0.105) (0.105) 
State High School Grads (%) -0.115* -0.0916 -0.121** -0.137** -0.122** 
 (0.0611) (0.0599) (0.0603) (0.0557) (0.0535) 
State College Grads (%) -0.117 -0.0789 -0.0508 -0.0415 -0.0387 
 (0.0785) (0.0845) (0.0623) (0.0624) (0.0424) 
State Population Growth 0.370*** 0.350*** 0.347*** 0.341*** 0.359*** 
 (0.0602) (0.0496) (0.0516) (0.0492) (0.0506) 
State Population > 65 (%) -0.124* -0.0926 -0.152*** -0.0992** -0.132*** 
 (0.0679) (0.0710) (0.0543) (0.0490) (0.0445) 
State Population < 18 (%) -0.0458 -0.0382 -0.115 -0.0258 -0.0690 
 (0.0933) (0.0980) (0.0757) (0.0726) (0.0575) 
GDP per capita growth 0.107*** 0.144*** 0.143*** 0.160*** 0.142*** 
 (0.0345) (0.0332) (0.0350) (0.0299) (0.0266) 
GDP per capita growth (first lag) 0.0703** 0.110*** 0.0932*** 0.120*** 0.111*** 
 (0.0342) (0.0331) (0.0339) (0.0328) (0.0304) 
GDP per capita growth (second lag) -0.0220 0.00468 -0.0147 0.00720 -0.0131 
 (0.0214) (0.0207) (0.0218) (0.0201) (0.0186) 
      
Observations 864 864 864 864 858 
Number of state 48 48 48 48 48 
Standard errors in parentheses      
*** p<0.01, ** p<0.05, * p<0.1      
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Table 7: Effects of Health Insurance Coverage and Spending on Country GDP Growth 
(OECD Sample, Spanning Years 2000-2011) 
Dependent Variable = Country Real GDP per capita Growth 
 (i) (ii) (iii) 
Health Insurance Coverage (% of Population) 0.354*   
 (0.196)   
Public Health Insurance Coverage (% of Population)  0.0509 0.136 
  (0.0345) (0.174) 
Private Health Insurance Coverage (% of 
Population) 
 0.0815 0.0394 
  (0.0791) (0.0638) 
Total Healthcare Cost (% of GDP) -1.127 -1.627**  
 (0.717) (0.678)  
Public Healthcare Cost (% of GDP)   1.034*** 
   (0.271) 
Private Healthcare Cost (% of GDP)   0.595 
   (1.132) 
(Log) Real GDP per capita 22.05** 15.78 25.85* 
 (9.606) (10.39) (13.84) 
Capital Formation (% of GDP) 0.429*** 0.325 0.205 
 (0.159) (0.225) (0.181) 
Tax Revenue (% of GDP) 0.00402 -0.00160 0.118 
 (0.157) (0.174) (0.188) 
Economic Freedom Index -1.650 -0.541 0.299 
 (1.137) (1.075) (0.915) 
Population Growth Rate -0.300 -0.421 -0.255 
 (0.266) (0.387) (0.454) 
Population Under 15 (Percent) 1.343 0.386 2.400* 
 (1.112) (1.097) (1.276) 
Population Over 65 (Percent) 1.174 0.796 1.449** 
 (0.790) (0.748) (0.582) 
Unemployment Rate -0.367** -0.385*** -0.357* 
 (0.167) (0.117) (0.200) 
Employment-Population Ratio -1.298*** -0.974** -0.544 
 (0.341) (0.399) (0.341) 
Total OECD Real GDP growth rate 0.655*** 0.619*** 0.530*** 
 (0.150) (0.152) (0.150) 
Short-term interest rate -0.0188 -0.177 -0.143 
 (0.152) (0.162) (0.169) 
Long-term interest rate -0.224 -0.107 0.208 
 (0.351) (0.352) (0.338) 
Real GDP per capital Growth (first lag) -0.0376 -0.0205 -0.126 
 (0.0932) (0.145) (0.117) 
Real GDP per capital Growth (second lag) -0.108 -0.112 -0.198** 
 (0.0715) (0.0786) (0.0850) 
    
Observations 247 171 164 
Number of countries 28 21 20 
Robust standard errors in parentheses    
*** p<0.01, ** p<0.05, * p<0.1    
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Table 8: Effects of Health Insurance Coverage and Spending on Country Employment 
Growth, (OECD Sample, Spanning Years 2000-2011)  
Dependent Variable = Country Total Employment Growth 
 (i) (ii) (iii) 
Health Insurance Coverage (% of Population) 0.250*   
 (0.150)   
Public Health Insurance Coverage (% of Population)  0.0910 0.362*** 
  (0.0690) (0.106) 
Private Health Insurance Coverage (% of Population)  0.0449 0.0685** 
  (0.0291) (0.0271) 
Total Healthcare Cost (% of GDP) 0.535* -0.0990  
 (0.324) (0.444)  
Public Healthcare Cost (% of GDP)   0.363* 
   (0.203) 
Private Healthcare Cost (% of GDP)   -0.924* 
   (0.559) 
(Log) Real GDP per capita -5.314 -8.145 -2.763 
 (5.377) (6.697) (6.086) 
Capital Formation (% of GDP) 0.0684 -0.176 -0.144 
 (0.218) (0.142) (0.111) 
Tax Revenue (% of GDP) 0.128 -0.167 -0.0987 
 (0.132) (0.114) (0.0876) 
Economic Freedom Index 0.0670 -0.0859 0.562 
 (0.752) (0.612) (0.629) 
Population Growth Rate 0.474** 0.418 0.436** 
 (0.225) (0.272) (0.203) 
Population Under 15 (Percent) 0.241 -0.754 -0.524 
 (0.915) (1.008) (0.540) 
Population Over 65 (Percent) 0.433 -0.782 -0.484* 
 (0.433) (0.481) (0.275) 
Unemployment Rate -0.0856 -0.0383 -0.0144 
 (0.112) (0.0730) (0.0699) 
Employment-Population Ratio 0.273 0.755*** 0.766*** 
 (0.246) (0.164) (0.118) 
Total OECD Real GDP growth rate 0.238*** 0.254*** 0.252*** 
 (0.0909) (0.0595) (0.0371) 
Short-term interest rate 0.0621 -0.0294 -0.110 
 (0.148) (0.110) (0.0746) 
Long-term interest rate -0.223 -0.332 -0.134 
 (0.236) (0.225) (0.203) 
Real GDP per capital Growth 0.223*** 0.330*** 0.223*** 
 (0.0762) (0.0580) (0.0559) 
Real GDP per capital Growth (first lag) 0.276*** 0.379*** 0.284*** 
 (0.0781) (0.0676) (0.0655) 
Real GDP per capital Growth (second lag) 0.140* 0.0405 0.00666 
 (0.0823) (0.131) (0.115) 
Observations 171 134 127 
Number of countries 19 16 15 
Robust standard errors in parentheses    
*** p<0.01, ** p<0.05, * p<0.1    
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